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4-D .1

Analysis of ISA 330 and Mapping Document

Exhibit 1 sets out statements in [ISA 330 that use the present tense to describe auditor actions,
and the proposed treatment of whether the actions should be redrafted as a requirement, or
redrafted to make clear that it is explanatory material. Paragraph references to extant ISA 330
and to the redrafted ISA 330 (shown in Agenda Item 4-D) are provided.

Exhibit 2 sets out extant ISA 330 and maps each of its paragraphs (which may have been
reworded as necessary) to the redrafted ISA 330. The highlight material indicates sentences
and paragraphs that are proposed to be deleted as part of the redrafting. An explanation of the
proposed deletion and other comments are provided, where appropriate.

Exhibit 1

Para Existing present tense statements Change | New Rationale and comment
to para
“shall”
... the auditor also complies with the requirements and .
3 guidance in ISA 240, “The Auditor’s Responsibility to No B Deleted as part of revised format
Consider Fraud in an Audit of Financial Statements™ in
responding to assessed risks of material misstatement due
to fraud.
In designing further audit procedures, the auditor
7 . o Yes 6
considers such matters as the following:
e  The significance of the risk. No B These. 2 dot points are very
generic and are covered by new
e  The likelihood that a material misstatement will occur No - para 6.
e The characteristics of the class of transactions, account ~ 1)
- . Yes 7(a)(1)
balance, or disclosure involved. )
e The nature of the specific controls used by the entity ) These .cor.151derat10ns are
. . Yes 7(a) ) essential in all cases to
and in particular whether they are manual or N i
(i1) ) give effect to new para 7
automated. )
e  Whether the auditor expects to obtain audit evidence to Y 7 )
determine if the entity’s controls are effective in es '(.a) )
preventing, or detecting and correcting, material (if)
misstatements.
... the auditor needs to be satisfied that performing onl
8 . perlorming oty No - A restatement of the general
substantive procedures for the relevant assertion would incinle of the ISA
be effective in reducing the risk of material misstatement principle of the
to an acceptably low level. ... Irrespective of the Yes 18 & | Repetition of existing “bold”
approach selected, the auditor designs and performs F/n2 | requirement
substantive procedures for each material class of
transactions, account balance, and disclosure as required
by paragraph 49.
... in addition to the matters referred to in paragraph 8
9 paragrap No AS Rephrased as a statement of fact,

above, the auditor considers whether in the absence of
controls it is possible to obtain sufficient appropriate
audit evidence.

rather than appearing to impose
an additional responsibility on
SMSs

Prepared by: Michael Nugent (August 2005)
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11

The auditor’s selection of audit procedures is based on
the assessment of risk. The higher the auditor’s
assessment of risk, the more reliable and relevant is the
audit evidence sought by the auditor from substantive
procedures. This may affect both the types of audit
procedures to be performed and their combination.

Y/N
Y/N

Covered by new para 6

New 7(b) contains a similar
thought

12

In determining the audit procedures to be performed, the
auditor considers the reasons for the assessment of the
risk of material misstatement at the assertion level for
each class of transactions, account balance, and
disclosure.

... For example, if .... On the other hand, if the auditor
expects that there is a lower risk that a material
misstatement may arise because an entity has effective
controls and the auditor intends to design substantive
procedures based on the effective operation of those
controls, then the auditor performs tests of controls to
obtain audit evidence about their operating effectiveness.

Yes

7(a)

A8

Clearly intended as an example
only

13

The auditor is required to obtain audit evidence about the
accuracy and completeness of information produced by
the entity’s information system when that information is
used in performing audit procedures. For example, if the
auditor uses non-financial information or budget data
produced by the entity’s information system in
performing audit procedures, such as substantive
analytical procedures or tests of controls, the auditor
obtains audit evidence about the accuracy and
completeness of such information. See ISA 500, “Audit
Evidence” paragraph 11 for further guidance.

No

This para deleted as it is a repeat
of requirements contained in ISA
500.11

15

If the auditor performs tests of controls or substantive
procedures prior to period end, the auditor considers the
additional evidence required for the remaining period
(see paragraphs 37-38 and 56-61).

Sentence deleted — generic
repetition of requirement under
new paras 11 and 21-23.

16

In considering when to perform audit procedures, the

auditor also considers such matters as the following:

e The control environment

e When relevant information is available (for example,
electronic files may subsequently be overwritten, or
procedures to be observed may occur only at certain
times).

e The nature of the risk (for example, if there is a risk of
inflated revenues to meet earnings expectations by
subsequent creation of false sales agreements, the
auditor may wish to examine contracts available on
the date of the period end).

o The period or date to which the audit evidence relates.

No

Al13

These are not matters auditors
should necessarily consider
individually each time they plan
substantive procedure.

17

If there is a risk that the entity may have entered into
improper sales contracts or transactions may not have
been finalized at period end, the auditor performs
procedures to respond to that specific risk. For example,
when transactions are individually material or an error in
cutoff may lead to a material misstatement, the auditor
ordinarily inspects transactions near the period end.

Al2

This is an illustration only

Agenda Item 4-D.1
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21 However, the auditor considers whether the extent of No AlS Application only - the principle is
testing is appropriate when performing different audit adequately covered by the general
procedures in combination. requirement of new para 6

” The au(.litOT is .required to perform tests of control§ when No B Para deleted — repetition of new
the auditor’s risk assessment includes an expectation of
the operating effectiveness of controls or when paras 8(a) and 8(b)
substantive procedures alone do not provide sufficient
appropriate audit evidence at the assertion level.

The auditor’s assessment of risk of material misstatement o

24 . . . No - Para deleted — repetition of new
at the assertion level may include an expectation of the
operating effectiveness of controls, in which case the para 8(a).
auditor performs tests of controls to obtain audit evidence
as to their operating effectiveness.

2% When obtain'ing audit evidence of implementatipn by No Deleted — repetition of ISA 315
performing risk assessment procedures, the auditor
determines that the relevant controls exist and that the
entity is using them. When performing tests of the Y/N Now in definition at new 4(b)
operating effectiveness of controls, the auditor obtains
audit evidence that controls operate effectively....

If substantially different controls were used at different No Al7 A('leq'uateﬂy covered by the
times during the period under audit, the auditor considers principle in new para 10

each separately.

For example, the auditor may have made inquiries

27 . )
about..., and inspected .... These audit procedures
provide knowledge about ..., and may also provide audit Deleted - repeats general
evidence about .... In such circumstances, the auditor principle of ISA 500 to gather
considers whether the audit evidence provided by those No sufficient  appropriate  audit
audit procedures is sufficient. evidence.

The auditor selects audit procedures to obtain assurance . o

28 about the operating effectiveness of controls. As the No Now in the definition
planned level of assurance increases, the auditor seeks Y/N Similar to new para 7(b)
more reliable audit evidence.

29 Since.inqjuiry alone.is not sufficient, the.auditor uses a No A23 Covered by redrafted TA 500.
combination of audit procedures to obtain sufficient
appropriate audit evidence regarding the operating
effectiveness of controls.

31 In designing. tests gf co'ntrols, the aud%tor considers' the Yes 9(c) Important step to consider in all
need to obtain audit evidence supporting the effective .
operation of controls directly related to the assertions as cases before relying on controls
well as other indirect controls on which these controls
depend. For example, the auditor may identify a user
review of an exception report of credit sales over a
customer’s authori;ed credit limit as a direct .control Application of principle —
related to an assertion. In such cases, the auditor No A25 example only
considers the effectiveness of the user review of the
report and also the controls related to the accuracy of the
information in the report (for example, the general IT-
controls).

13 (Re dugl—purpose tests) The auditor carefully consﬁders No A20 Achieving objectives is inherent
the design and evaluation of such tests to accomplish i . . S
both objectives. in bgs1§ requirements; this is

application only.

34 However, misstatements that the auditor detects by Yes 16 This should be done in all
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performing substantive procedures are considered by the
auditor when assessing the operating effectiveness of
related controls. A material misstatement detected by the
auditor’s procedures that was not identified by the entity
ordinarily is indicative of the existence of a material
weakness in internal control, which is communicated to
management and those charged with governance.

A37

material cases.

ISA 260 will require
communication of weaknesses

35

The timing of tests of controls depends on the auditor’s
objective and determines the period of reliance on those
controls. If the auditor tests controls at a particular time,
the auditor only obtains audit evidence that the controls
operated effectively at that time However, if the auditor
tests controls throughout a period, the auditor obtains
audit evidence of the effectiveness of the operation of the
controls during that period.

Yes

10

Important principles for universal
application —  substantially
redrafted

36

. If, on the other hand, the auditor requires audit evidence
of the effectiveness of a control over a period, audit
evidence pertaining only to a point in time may be
insufficient and the auditor supplements those tests with
other tests of controls that are capable of providing audit
evidence that the control operated effectively at relevant
times during the period under audit.

No

A27

Application of a principle in
preceding paragraph

37

... the auditor should determine what additional audit
evidence should be obtained for the remaining period. In
making that determination, the auditor considers the
significance of the assessed risks of material
misstatement at the assertion level, the specific controls
that were tested during the interim period, the degree to
which audit evidence about the operating effectiveness of
those controls was obtained, the length of the remaining
period, the extent to which the auditor intends to reduce
further substantive procedures based on the reliance of
controls, and the control environment. The auditor
obtains audit evidence about the nature and extent of any
significant changes in internal control, including changes
in the information system, processes, and personnel that
occur subsequent to the interim period.

Yes

A28

11(a)

Examples of matters the auditor
ordinarily considers.

Essential step in relying on
controls based on interim testing

39

The auditor obtains audit evidence to determine whether
changes to the automated control have been made that
affect its continued effective functioning, for example,
through inquiries of management and the inspection of
logs to indicate what controls have been changed.

A30

Application guidance for IT —
principle is in new para 13

42

In considering whether it is appropriate to use audit
evidence about the operating effectiveness of controls
obtained in prior audits, and, if so, the length of the time
period that may elapse before retesting a control, the
auditor considers the following:

e The effectiveness of other elements of internal control,
including the control environment, the entity’s
monitoring of controls, and the entity’s risk
assessment process.

e The risks arising from the characteristics of the
control, including whether controls are manual or
automated (see ISA 315, paragraphs 57-63 for a

Yes

12

Although detailed, each
consideration is essential to a
high quality audit

Agenda Item 4-D.1
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discussion of specific risks arising from manual and
automated elements of a control).

o The effectiveness of general [T-controls.

o The effectiveness of the control and its application by
the entity, including the nature and extent of
deviations in the application of the control from tests
of operating effectiveness noted in prior audits.

e Whether the lack of a change in a particular control
poses a risk due to changing circumstances.

e The risk of material misstatement and the extent of
reliance on the control.

Therefore, when the auditor determines in accordance

43 with paragraphs 39-42 that it is appropriate to use audit
evidence obtained in prior audits for a number of
controls, the auditor plans to test a sufficient portion of No Repeats requirement of new para
the controls in that population in each audit period, and at 13(b)
a minimum, each control is tested at least every third
audit.
44 The. grea}ter the risk of .material' misstatement, the more YN Substantially covered by new
audit evidence the auditor obtains that relevant controls
are operating effectively. Accordingly, although the para 7(b)
auditor often considers information obtained in prior
audits in designing tests of controls to mitigate a
significant risk, the auditor does not rely on audit
evider}ce obtained in a prior audit ab.out the operating Deleted - already covered by
effeqtlveness of coqtrols over such risks, bgt instead No principle in new para 14
obtains the audit evidence about the operating
effectiveness of controls over such risks in the current
period.
4 The auditor designs tests of controls to obtain sufficient o
> appropriate audit evidence that the controls operated No Unnecessary repetition
effectively throughout the period of reliance.:
46 The more the auditor relies on th@ operating effefztiveness Yes 15 Key determinant of the extent of
of controls in the assessment of risk, the greater is the
extent of the auditor's tests of controls. tests of control
In addition, as the rate of expected deviation from a No Only one of the matters the
control increases, the auditor increases the extent of auditor may consider per old para
testing of the control. 45, rather than a key determinant.
However, the auditor considers whether the rate of
expected deviation indicates that the control will not be No Deleted, related more to audit
sufficient to reduce the risk of material misstatement at (A38) | efficiency than effectiveness.
the assertion level to that assessed by the auditor. The effectiveness issue is
adequately picked up in new para
17
Once the auditor determines that an automated control is
47 functioning as intended (which could be done at the time
the control is initially implemented or at some other Procedural guidance only —
date), the auditor considers performing tests to determine No A36 application of the general
that the control continues to function effectively.. principle in new para 10
43 ghe auditolr plans and performs substantive prqcedures to Y/N Now part of the definition at new
e responsive to the related assessment of the risk of
material misstatement. 4(a)
49 ... the auditor always performs substantive procedures No Deleted -  repetition  of

Agenda Item 4-D.1
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for each material class of transactions, account balance,
and disclosure.

Requirement at new para 18.

The auditor considers the guidance in paragraphs 53-64

>2 in designing the nature, timing, and extent of substantive No Deleted - cross reference only
procedures for significant risks.
The auditor designs tests of details responsive to the o
>4 assessed risk Wit%l the objective of obtfining sufficient YN Deleted - repetition old para 48
appropriate audit evidence to achieve the planned level of
assurance at the assertion level. In designing substantive
procedures related to the existence or occurrence ) Procedural matters, now
assertion, the auditor selects from items contained in a No A42 Jexpressed as statements of
financial statement amount and obtains the relevant audit ) fact e.g. “tests of details related
evidence. On the other hand, in designing audit ) to the existence or
procedures related to the completeness assertion, the No A42 ) occurrence assertion involve
auditor selects from audit evidence indicating that an )selecting from items
item should be included in the relevant financial ) contained in a financial
statement amount and investigates whether that item is so )statement amount”.
included.
55 In d.esigning.substantive analytical procedurps, 'the No Deleted — covered by ISA 520
auditor considers such matters as the following: “ . "
The suitability of using substantive analytical procedures Analytical Procedures
given the assertions...(a list)
55 Th; al,lditOI' con;iders t'esting th'e controls, if any, over t'he No Deleted — repeats ISA 50011
entity’s preparation of information used by the auditor in
applying analytical procedures. ... In determining the
audit procedures to apply to the information upon which
the expectation for substantive analytical procedures is
based, the auditor considers the guidance in paragraph 11
of ISA 500.
57 In cor.lside.ring whether to perform §ubstantive procedures No Ad6 Application guidance only — a
at an interim date, the auditor considers such factors as . "
the following: grab bag” of generally rellevant
e The control environment and other relevant controls. matt.ers, .rather than a list of
o The availability of information at a later date that is spec1.ﬁc lte.ms, .that should. be
necessary for the auditor’s procedures. cons1de.red lndIV}dually each tlme
o The objective of the substantive procedure. the auditor cons@ers §ubstant1ve
e The assessed risk of material misstatement. procedures at an inferim date
o The nature of the class of transactions or account
balance and related assertions.
o The ability of the auditor to perform appropriate
substantive procedures or substantive procedures
combined with tests of controls to cover the
remaining period in order to reduce the risk that
misstatements that exist at period end are not
detected.
Although the auditor is not required to obtain audit
>3 evidence about the operating effectiveness of controls in
order to have a reasonable basis for extending audit
conclusions from an interim date to the period end, the o o
No Deleted — repetition of principle

auditor considers whether performing only substantive
procedures to cover the remaining period is sufficient. If
the auditor concludes that substantive procedures alone
would not be sufficient, tests of the operating
effectiveness of relevant controls are performed or the

in new para 21
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substantive procedures are performed as of the period
end.

When the auditor plans to perform substantive analytical

60 procedures with respect to the intervening period, the ) ) )
auditor considers whether the period end balances of the ) ) )
particular classes of transactions or account balances are ) ) )
reasonably predictable with respect to amount, relative ) Yes )23 | ) Statement of the
significance, and composition. The auditor considers ) ) ) principles to be apphed
whether the entity’s procedures for analyzing and ) ) ) whene.ver substantive
adjusting such classes of transactions or account balances | ) ) ) analytu.:al procedures are
at interim dates and for establishing proper accounting ) ) ) used with respect to
cutoffs are appropriate. In addition, the auditor considers | ) ) ) an intervening period
whether the information system relevant to financial ) ) )
reporting will provide information concerning the ) ) )
balances at the period end and the transactions in the ) ) )
remaining period that is sufficient to permit investigation | ) ) )
of: significant unusual transactions or entries (including ) ) )
those at or near period end); other causes of significant ) ) )
fluctuations, or expected fluctuations that did not occur; ) ) )
and changes in the composition of the classes of ) ) )
transactions or account balances.
As required by paragraph 23 of ISA 500, if the auditor
62 S .
plans to use audit evidence obtained from the
performance of substantive procedures in a prior audit, Statement of the general principle
the auditor performs audit procedures during the current Yes 24 to be apphed whenever evidence
period to establish the continuing relevance of the audit is used from substantive
evidence. procedures in a prior audit
64 In designing tests of details, the extent of testing is
ordinarily thought of in terms of the sample size, which
is affected by the risk of material misstatement. Intended as an example of other
However, the auditor also considers other matters, N A43 matters that may be relevant.
including whether it is more effective to use other o
selective means of testing, such as ... In designing
substaqtive analytical procedures, the' auditor incr.eases No Deleted — repeats ISA 520.12f
the desired level of assurance as the risk of material
misstatement increases.
The auditor considers whether the individual financial .
65 . No Deleted - already in ISA 500
statements are presented in a manner that reflects the
appropriate classification and description of financial
information. ... The auditor considers whether No Deleted: application of 500,
n.lanagement.should have disclosed a parti‘cular matter in Materiality and ISA 700
light of the circumstances and facts of which the auditor
is aware at the time. In performing the evaluation of the
oglera}l presgntalltion of tl}lle ﬁnapcial stat§ment}sl, including No A48 Now stated as an explanation,
t. e related dl.SC osures, the auditor cons1d§rs the assessed that “Evaluating presentation and
risk of material misstatement at the assertion level. See .
. disclosure relates to the assessed
paragraph 17 of ISA 500 for a description of the . . .
. . . risk of material misstatement at
assertions related to presentation and disclosure. . i,
the assertion level ...
... When such deviations are detected during the
68 £ Yes | 17 )

performance of tests of controls, the auditor makes
specific inquiries to understand these matters and their
potential consequences, for example, by inquiring about
the timing of personnel changes in key internal control

) Both these matters are
) essential follow up if tests
) of controls are to be
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functions. The auditor determines whether the tests of

) effective

controls performed provide an appropriate basis for Yes 17 )
reliance on the controls, whether additional tests of )
controls are necessary, or whether the potential risks of
misstatement need to be addressed using substantive
procedures.
The auditor cannot assume that an instance of fraud or
69 error is an isolated occurrence, and therefore considers
how the detection of a misstatement affects the assessed No A50 Repeats ISA 240
risks of material misstatement. Before the conclusion of No Repeats old para 70
the audit, the auditor evaluates whether audit risk has
been reduced to an acceptably low level and whether the Redrafted - Necessary to ensure
nature, timing, and extent of the audit procedures may Y 26/7 | other steps in the audit process
need to be reconsidered‘ have achieVed the Objective of
reducing risk to an acceptable
level.
70 In developing an opinion, the auditor considers all No Moved to ISA 500

relevant audit evidence, regardless of whether it appears
to corroborate or to contradict the assertions in the
financial statements.
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